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Abstract(
Since 2008, many foreign companies have been attracted to invest in Ethiopian land, Karuturi is 
one of the largest land investors in Ethiopia and it also claimed its Corporate Social 
Responsibility strategy. As a developing country with high ranking in corruption, there might be 
potential risk for investing in Ethiopia, the problem arises: Why does Karuturi invest its 
production in Ethiopia and even doing CSR? Focused on this problem within the case study of 
Karuturi, we implemented analysis through disciplines such as business strategies, business 
economics, macroeconomics and political science, which lead us to understand the background 
of Karuturi action in investment and CSR in Ethiopia. In our discussion we find that investing in 
Ethiopia is paradoxical in a sense because different methods of analysis give varying accounts of 
doing business in the country. Furthermore, we also touch upon how we believe more regulation 
is needed for responsible agricultural investment and how CSR can be practiced in the country.    
 
 
 
 
 
 
 
 
 
!
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Chapter(1(.(Intro(
1.1&INTRODUCTION&
While studying development economics, land issues in the developing country of Ethiopia drew 
our attention. Regardless of criticism directed at ‘land grabbing’, we are interested in the land 
investment phenomenon from a business perspective. Why do companies invest in Ethiopian 
land and what are the prospects of land investment in Ethiopia? These questions are our main 
concern throughout the project. To make the project more focused, we have taken Karuturi as a 
case study, as it is a leading investor that has acquired a large amount of land in Ethiopia. At the 
same time, we found Karuturi is implementing a plan for Corporate Social Responsibility in 
Ethiopia, which we took interest in because it prompted us to discuss the purpose and function of 
CSR under the context of ‘land-grabbing’. 
The project will be based on critical realism, this allow us to make mixed method research: Both 
quantitative and qualitative information have been gathered to assist the analysis while 
knowledge is also gained from a combination of inductive and deductive approach. The analysis 
is conducted through interdisciplinary methods. From business angle, Business strategies and 
business economics are applied to evaluate the company’s action in CSR and investment; while 
from social angle, Macroeconomics and Political Science are utilized to investigate the Ethiopian 
business environment, specifically concerning economic and political factors. 
1.2&ETHIOPIA&
Ethiopia, which is located in Africa's East Horn, is one of the world's oldest civilizations. 
Unfortunately, it is also one of the world's poorest countries. With a population of about 84 
million, is the second-most populous country in Sub-Saharan Africa. 
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Despite this, Ethiopia has been one of the fastest growing economies in Africa, according to the 
World Bank. Statistics indicates an average real GDP growth of 11% over the last six years.1 
After the food crisis in 2008, there has been a large amount of land deals in the Ethiopia.2 
Foreign businesses clearly saw the potential for investing in the developing country. This can be 
seen in the table below, which shows how investment inflow to Ethiopia has been growing 
steadily, and increased sharply in 2008.  
 
1.3&KARUTURI&
Karuturi was founded in 1994 in India as an export only producer of cut flowers. In 2004 the 
company made its first business venture in Ethiopia, Buying and cultivating 100 Hectares of land 
about forty kilometers west of Addis Ababa. During these years, the company continued its 
forays into purchasing land abroad, buying land in Kenya and acquiring Sher Agency (another 
cut rose producer), making them the world’s largest floriculture exporter.3 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 The World Bank (September 2012). Ethiopia Overview. [ONLINE] Available at: 
http://www.worldbank.org/en/country/ethiopia/overview. [Last Accessed 07 December, 2012]. 
2 Analysis, Land Grab or Development Opportunity?, Lorenzo Cotulo, BBC, Published 22nd of February, 2012, Accessed 
December 18th, 2012 
3 ‘Karuturi Networks buys Kenyan co’, The Financial Express, Published October 23rd, 2007, Accessed December 19th, 2012, 
http://www.financialexpress.com/news/karuturi-networks-buys-kenyan-co/23142 
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Starting in 2008, the company began purchasing more land in Ethiopia with the intention to 
produce crops such as rice, maize, and palm oil. Karuturi has consistently pursued expanding 
their business, buying new land when what it already owns has become fully cultivated. Its most 
recent purchase of land occurred in 2010 with a lease of 311,700 hectares of land in various 
locations around Ethiopia for 99 years4.  
The Company utilizes cheap labor in Ethiopia and exports to high value markets such as Holland, 
Germany, United Kingdom, Italy, Singapore, Hong Kong, Taiwan, Bahrain, Muscat, Dubai, 
Australia, Japan, New Zealand, Brunei and North America. Its mission, as stated on its website is 
“To emerge as an integrated agri-products company servicing the world market through 
unmatched product, cost and quality advantages.”5 The company has had success in the 
sometimes-difficult region, achieving a BB+ credit rating from the ICRA  (Indian Credit Rating 
Agency) for its last loan to expand its operations6. With global food prices rising and the country 
of Ethiopia attempting to develop business friendly policies and infrastructure, the future seems 
promising for the company. 
Karuturi also operates an extensive CSR network. Besides providing employment for locals 
where they operate, the company has created functional networks to provide fresh water to two 
villages in Ethiopia as well as building schools and other community assisting projects, the 
company also claims to use efficient and environmentally friendly technology and methods to 
farm the land it utilizes7 
1.4&PROBLEM&AREA&
Due to rising food costs in 2008, many agriculture companies have invested heavily in Africa 
where millions of hectares of fertile land is believed to be underutilized for agricultural !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
4 ‘Company History’, Karuturi, Accessed December 19th, 2012, 
http://www.karuturi.com/index.php?option=com_content&task=view&id=20&Itemid=39 
5 ‘Mission’, Karuturi, Accessed December 19th, 
2012http://www.karuturi.com/index.php?option=com_content&task=view&id=21&Itemid=40 
6 “Karuturi Limited, Rohit Inamdar,  Indian Credit Rating Association, May 2012 
http://www.icra.in/Files/Reports/Rationale/Karuturi%20Global%20Limited-r-28052012.pdf 
7 “Social Welfare”, Karuturi, Accesed Decmeber 18th, 
2012http://www.karuturi.com/index.php?option=com_content&task=view&id=112&Itemid=131 
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production. In recent years, corporations have leased millions of square miles of land on the 
continent, about the size of the nation of Ukraine.8  
‘Among African countries, Ethiopia has been particularly popular for land investment, which 
leases approximately 8% of its land to foreign agricultural companies.’9 ‘Due to the investment-
friendly environment created in the country, the inflow of foreign direct investment (FDI) has 
been increasing over the last eighteen years. India, China, Sudan, Germany, Italy, Turkey, Saudi 
Arabia, Yemen, the United Kingdom, Israel, Canada and the United States are the major sources 
of FDI.’10  
Karuturi is one of the major foreign companies investing in Ethiopian land, it has acquired 
311,000 hectares on a leasehold basis from the Ethiopian Government in the Baka and Gambela 
regions of the country. Karuturi Global forayed in Ethiopia for cut roses production in 2004. And 
this early investment turned out to be highly profitable11. Since 2008, Karuturi has been involved 
in developing export oriented agricultural, hoping to take advantage of increasing demand for 
food worldwide.12 It may seem like it was good decision for Karuturi to invest in Ethiopian land, 
however, there are some problems and potential shortcomings. 
The country faces severe challenges pertaining to poor governance and infrastructure13. In the 
most recent Transparency International’s Corruption Perception Index 2009, Ethiopia ranked 
120th in the world, well behind many other African countries.14 The biggest obstacle for the 
countries’ development was expressed by Ethiopia’s Minister of Capacity Building, Mr Fikru 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
8 Ekpott, Nissi. "Analysis: Land Grab or Development Opportunity?" BBC News. BBC, 22 Feb. 2012. Web. 18 Oct. 2012. 
<http://www.bbc.co.uk/news/world-africa-17099348>. 
9 Ekpott, Nissi. "Analysis: Land Grab or Development Opportunity?" BBC News. BBC, 22 Feb. 2012. Web. 18 Oct. 2012. 
<http://www.bbc.co.uk/news/world-africa-17099348>. 
10 ‘Ethiopian Market Overview’, investinethiopia.net, accessed December 19th, 2012 http://www.investinethiopia.net/en/ethiopia-
market.html 
11 ‘Company History’, Karuturi, Accessed December 19th, 2012, 
http://www.karuturi.com/index.php?option=com_content&task=view&id=20&Itemid=39 
12 ‘Company History’, Karuturi, Accessed December 19th, 2012, 
http://www.karuturi.com/index.php?option=com_content&task=view&id=20&Itemid=39 
13 https://www.cia.gov/library/publications/the-world-factbook/geos/et.html 
14 Behanu Nega, No Shortcut to Stability: democratic accountability and sustainable development in Ethiopia, page 1416 
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Dessalegn  ‘Our biggest challenge in accepting foreign investment is to have the human capacity 
to absorb it. What are needed are managment development, education, and skills.’ 15 
Even though many analysts and organization claim that investing in Ethiopia is extremely risky 
and doing business there cumbersome, many companies like Karuturi have enthusiastically 
started large, relatively expensive projects in the country16. We would like to investigate the 
background and reasons for Karuturi’s investment, from the perspective of both the company and 
the Ethiopian government. Essentially we are hoping to understand what factors help encourage 
and facilitate the company’s land investment in Ethiopia. Also, we wish to investigate how the 
company has influenced local conditions for people and its reasons for doing so, which we will 
do by looking at its policies on Corporate Social Responsibility. This CSR section will ultimately 
be used to help gain perspective on the company and its motives. 
1.5&PROBLEM&DEFINITION&&
Why has Karuturi Global Limited decided to invest in developing Floricultural and Agricultural 
production in Ethiopia? 
Research questions 
1. What forms of Corporate Social Responsibility does Karuturi exercise, what reasons does it 
have for doing so? 
2. What Microeconomic criterions may have influenced Karuturi’s decision to invest in 
developing Floricultural and Agricultural Production in Ethiopia? 
3. What is the general status of the Ethiopian Economy, what aspects of its present status may 
affect investment from companies like Karuturi?  
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
15 Corporate Social Responsibility and Different Stages of Economic Development: Singapore, Turkey, and Ethiopia, Diana C. 
Robertson, Journal of Business Ethcs, May 12th, 2012 
16 ‘Frontier Mentalty, The Economist, Published May 12th, 2012, Accessed December 19th , 2012, 
http://www.economist.com/node/21554547 
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4. How does the Ethiopian Political environment influence agricultural investment, how does the 
government respond to Foreign Direct Investment demand?  
1.6&MOTIVATION&
Due to the food crisis in 2008, many agriculture companies began to invest in overseas lands. 
Their reasons for doing so include the availability of low-cost labor and large amounts of fertile 
as well as undeveloped land. African countries in particular possessed these qualities. While 
some simply consider this trend a popular new form of investment, others have referred to it as 
‘land-grabbing’17 
Karuturi, being one of these corporations, has acquired a large amount of land in Ethiopia and 
has aimed to turn its acquisitions into an international business18. After Karuturi settled, it 
received attention from the public, one of the main causes were higher profits and implemented 
CSR strategy.19 We are interested in, why a company invest in environment where the rank by 
ease doing business is 125 out of 185, where corruption index is one of the highest in the world 
and how it can even successfully interact with local people in a responsible manner.  
We believe that research into this field is vital to understanding of the land investment 
phenomenon in Ethiopia and the advancement of development economics. 
1.7&GLOSSARY&
Cash Flow - The cash flow includes wages, salaries and the cost of materials and property rent 
Consumption (in GDP)  -This includes all expenditure on goods and services by households.  
CSR - Corporate Social Responsibility 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
17Ekpott, Nissi. "Analysis: Land Grab or Development Opportunity?" BBC News. BBC, 22 Feb. 2012. Web. 18 Oct. 2012. 
<http://www.bbc.co.uk/news/world-africa-17099348>.  
18 http://www.karuturi.com/index.php?option=com_content&task=view&id=12&Itemid=211 
19 http://www.karuturi.com/index.php?option=com_content&task=view&id=111&Itemid=130 
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Discount Rate - depends on the alternative ways that the firm could use its money.  
Economies of Scope - Joint output of a single firm is greater than output that could be achieved 
by two different firms when each produces a single product. 
FDI- Foreign Direct Investment 
GDP (Gross domestic product) -is the value of output produced within the country over a 12- 
month period. 
Government expenditure - This includes central and local government expenditure on final 
goods and services, it includes non-market services such as health and education. 
Investment (in GDP) - Total business spending on fixed assets, such as factories and 
machineries. 
Net Present Value - The present value of the expected future cash flows from an investment 
minus the cost of the investment 
Net export - The difference between the monetary value of Exports and Imports in an economy. 
Stakeholder - a member, a group or an organization that affects or can be affected by an 
organization’s actions.  
 
Chapter(2(–(Theoretical(approach((
2.1&DELIMITATION&
In the process of creating this project, we have attempted to stay as focused and concise as 
possible by narrowing down our research to three specific academic fields, Economics, Business 
Studies and Political Science, which will be utilized to understand the phenomena that we are 
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researching. A majority of this project will concern the Indian corporation Karuturi, which will 
be done through macro and microeconomic analysis as well as investigating the companies CSR 
policies and efforts.  
Outside of this, we will research what is Ethiopian government’s behaviour towards foreign 
investment. In order to research this we will apply David Easton’s theory system of behaviour. 
What we will not write about is the larger social and historical issues that many journalists and 
academics are currently examining as many corporations buy up massive tracts of land in Africa. 
Because our project is entirely based on theoretical literature and secondary sources about 
Karuturi and Ethiopia, we will not utilize research methods such as interviews nor conduct any 
kind of data collection ourselves. We will attempt to rely exclusively on Quantitative and 
Qualitative data, while addressing the limitations and benefits of both.  
Being primarily students of Economics and Business, we will utilize the theories and research 
methods we have studied. We believe this can provide an accurate and revealing level of 
understanding about the economic situation in the country of Ethiopia, and more specifically 
how corporations like Karuturi attract investment in such unique and untested circumstances. 
2.2&CRITICAL&REALISM&APPROACH&
In this project we hope to utilize the critical realism perspective. ‘Critical realism does not 
commit to a single type of research but rather endorses an extensive variety of research methods 
which are chosen according to the type of the project and the aims of the study. Critical realism 
is quite unique in that respect because its stratified ontology allows for the “legitimate” 
combination of qualitative and quantitative methods.’(Zachariadis, M., Scott, S. and Barrett, M.) 
This project aims to study the current Agriculture business environment in Ethiopia; this research 
will be conducted through utilization of political theories, economic models and business 
analysis. This content leads us to a position that both quantitative and qualitative facts have to be 
collected.  
2.2.1$Methodology$
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Quantitative and Qualitative research approaches will be used to analyze our investigating 
problem in Ethiopia. According to Smith.P, quantitative and qualitative researches are modes of 
inquiry that use different methods to acquire answers to social phenomena.20 Hence, qualitative 
methodology will be used to investigate political situation in Ethiopia. Our qualitative approach 
will be based on different articles and books related to the problem field while quantitative 
method approach on different numbers and large samples will help us to test theories. However 
we are aware that, using two different methods could bring us to the stage where we face 
contradictory or unrelated findings of the same phenomena. Anyway, we are expecting that it 
also could bring huge benefits for the project- “it is likely that quantitative methods and 
qualitative methods will eventually answer questions that do not easily come together to provide 
a single, well-integrated picture of the situation” (Patton, 1990, pp. 464-5).21 
Inductive approach: 
We are focusing more on the inductive approach as it has been used in the most part of our 
project: political science, CSR analysis and Ethiopia’s economy.  Moving from observations 
(reading and analyzing different articles, reports etc.), it will lead us to broaderr generalizations 
and theories. We have already acquired different information about Ethiopia, for example 
information about its political system and GDP fluctuation, etc. We also have information 
regarding Karuturi CSR practice. By utilizing these observations, we get aware of the pattern, 
and then we will use the results to test the theories. The study of inductive reasoning is generally 
carried out within the field known as informal logic or critical thinking. Unlike deductive 
arguments, inductive reasoning allows for the possibility that the conclusion is false, even if all 
of the premises are true. Instead of being valid or invalid, inductive arguments are either strong 
or weak, which describes how probable it is that the conclusion is true. We are sufficiently aware 
that this way of reasoning has a particular degree of uncertainty. 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
20 Smith, P 2008, 'Qualitative & Quantitative Research', Qualitative & Quantitative Research -- Research Starters Education, p. 1, 
Research Starters - Education, EBSCOhost, viewed 27 November 2012. 
21 Rana Sobh, Chad Perry, (2005). Research design and data analysis in realism research p. 1194;  
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Deductive approach: 
On the other hand, we also have deductive approach. Arguments based on laws, rules and 
accepted principles are generally used for deductive reasoning. Formal logic has been described 
as “the science of deduction”.  
In the part of Business Economics (in order to answer second research question) we are using 
deductive approach since we start with microeconomics’ criterion for analyzing the reasons of 
Karuturi’s investment. We will observe Karuturi’s case through the criterion and confirm if it is 
right to invest. 
 
 
In critical realism the identification of multiple mechanisms influencing reality is central to the 
paradigm. As so, we will utilize deductive and inductive reasoning in order to facilitate different 
disciplines (politics and business economics).   
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2.2.2$Ontological$Considerations$
In order to develop our epistemology and methodology, it is crucial that we consider the 
ontological aspects of the fields of knowledge we are talking about as well as the ontologies we 
will assume as we carry out our research. 
Economics is a field of knowledge we will almost constantly be referring to and utilizing 
throughout the process of creating this project, and it contains many fundamental presuppositions. 
The ontology of economics can be defined, at the most basic level, with concepts such as the 
existence of markets, individuals as economic actors, market forms, and the role of private 
industry. In our use of economic theory we will agree with the existence of these concepts in the 
real world, contrary to some post-modern theorists who are re evaluating these ideas22. Since we 
ourselves are students of business and economics, the ideas have been strongly ingrained into our 
understanding of reality, particularly in the case of this project where we are using secondary 
sources, which means these conceptualizations we carry with us will not be challenged by 
experience.   
The other major ontology we will be taking on in this project is that of political science. In the 
same fashion that economics has integral ideas such as the market, PS has similar 
conceptualizations such as the state and political systems. In the case of this project, democracy, 
and how it exists in Ethiopia will be a major ontological concern. This can present a challenge 
because democracy is theoretical notion that exists in a unique practicing form in every country 
that claims to adhere to it.  
One other consideration is that we will be taking on a Western ontology of the development 
mindset, we are aware that certain (but not all) beliefs in economics and the concept of 
development are value laden23 but we will continue to utilize them because through our use of 
methods such as triangulation related to critical realism, we can still attain valuable scientific 
insight into our subject. 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
22 “Ontological presuppositions” of Sustainable Economics?, Hilkka Pietilä 
23 Exploring Post-Development, Aram Ziai, page 14 
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As we have chosen to utilize critical realism as the philosophical basis for our research, we will 
have to consider epistemological, ontological, and methodological aspects of this paradigm. The 
essential principle of critical realism is that reality exists, and is possible for people to 
conceptualize and create theories around. Simultaneously, it does not attempt to provide a 
comprehensive perspective for completely understanding any issue or phenomenon. It is also 
unique as it considers all knowledge fallible because human beings can only describe certain 
aspects of phenomenon.  
Essential to the ontology of Critical realism is how reality can be separated into different 
domains with unique aspects and tendencies. For example in the domain of the empirical we can 
observe ‘experiences’, which are the visible observations of the phenomena we are studying. 
These experiences make up parts of the ‘events’ (which are part of a concrete reality). These 
events are themselves part of ‘mechanisms’ that exist in reality that many researchers attempt to 
identify.  
The ontological value of utilizing critical realism in this problem is it offers us both a framework 
in which to make our conclusions and contextualize our observations. Furthermore, it allows us 
to create what we will believe, with a degree of skepticism of course, conclusions about social 
and political realities in Ethiopia.  
Another useful aspect of Critical Realism with respect to ontology is it allows for the ‘fusion’ in 
a sense multiple disciplines ontologies through its emphasis on understanding ‘mechanisms’ in 
reality, which each unique discipline contains. Which will ultimately provide a more nuanced 
perspective for us to build our conclusion on. 
2.2.3$Epistemology$
Epistemology is ‘the principles of how knowledge is made: How we get to know, and what is the 
relation between our knowledge and the world it refer to.’24  It concerns the link between 
ontology and methodology as well as between that reality (ontology) and researcher. “Findings 
probably true- researcher is value-aware and needs to triangulate any perceptions he or she is !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
24 Philosophy of social science(2005), Gerard Delanty, page 12 
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collecting”- R. Sobh, C. Perry. It is very important in our project to be as much not bias as we 
can. Therefore we chose “multiple” investigation both qualitative and quantitative approaches. 
We are aiming to investigate our research objects, phenomenon, subjects and address research 
questions by using different approaches. 
The possibility of knowledge: From theories and models, possible knowledge including 
inductive and deductive type will help us understand the current situation in Ethiopia.  
The limits of knowledge: We are not able to interviewing the Ethiopian government officers, the 
knowledge we gained will be based on existing knowledge from literature and sources. We are 
aware of that it might be outdated and inaccurate. 
The origin or source of knowledge: The source about the company will be drawn from the 
company’s website; the data of Ethiopia’ economy will be collected from World Databank ; and 
literature about Ethiopia’s political environment will help us build knowledge. concepts, theories 
and models will be also drawn from our literature.  
The presuppositions of knowledge: facts and data as descriptive knowledge will intertwined with 
theories and models, we suppose it results in different types of knowledge. 
The structure of the knowledge situation: we as the researcher capture the reality as what it is. 
Findings are probably true as the researcher is value aware and needs to triangulate any 
perceptions he or she is collecting. 
 
Chapter(3(–(Analysis((
3.1&CSR&
Corporate social responsibility is a relatively new concept with its origins in the study of 
Business Ethics. Since the this field is relatively new and still rapidly evolving, agreeing on a 
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definition of Corporate Social Responsibility has proven to be beyond the ability academics 
working with the subject25. Speaking in very general terms, CSR concerns companies taking into 
account how their businesses effect social, environmental, and economic conditions and putting 
forth efforts to reduce negative effects they have on the above categories.  Many organizations 
whose work relates to the field have their own definition, such as the European Commission, 
which defines CSR as... 
“A concept whereby companies integrate social and environmental concerns in their business 
operations and in their interaction with stakeholders on a voluntary basis.”26 
For the sake of brevity in defining the concept of CSR we will use in this project, we will quickly 
outline the concept of the Triple Bottom Line. Which postulates that besides focusing on the 
economic bottom line that companies normally do, they should also focus on two other fields, 
the social wellbeing of people they work with, and the environmental effects of their actions. 
Many companies choose to present this in annual reports along with financial information27.  
Because this field is so large and diverse in scope, for the purpose of keeping our project focused 
and adhering to the semester requirements, we will be utilizing stakeholder theory in our analysis 
of Karuturi. We have chosen this theory due to the fact that even though CSR is a new and 
developing field, stakeholder theory has remained relevant and is still utilized largely in its 
original form by many firms28. It also has a diverse ethical basis, which will allow us to foster 
diverse and deep discussion about Karuturi. We also believe that in our discussion, the 
conclusions we reach through this theory can effectively be related to the ones we arrive at when 
we analyze the Ethiopian government from a more political perspective. But as well as utilizing 
this specific concept, we will also have a wider discussion comparing Karuturi actions to the 
basic principles of CSR. 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
25 Corporate Social Responsibility Edited by Andrew Crane, Dirk Matten, And Laura J. Spence, Page 5 
26 Corporate Social Responsibility Edited by Andrew Crane, Dirk Matten, And Laura J. Spence, Page 7 
27 Njavro, D. Krkač, K. (eds.) (2006): Business Ethics and Corporate Social Responsibility. Zagreb: Zagreb School of Economics 
and Management, Business Ethics Center. Page 12 
28 Corporate Social Responsibility Edited by Andrew Crane, Dirk Matten, And Laura J. Spence, Page 113 
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Stakeholder theory concerns organizational management that integrates ethics and morals into 
the process of running an organization. It was proposed by Edward Freeman that in his 1984 
book, Strategic Management: A Stakeholder Approach.29 
While corporations are commonly seen as only caring about pleasing their stockholders, 
Stakeholder theory proposes that corporations should consider all individuals, companies, 
communities etc. that are affected by their actions.  
 
30 
One of the valuable outcomes of this is the possibility that stakeholders will gain a more 
comprehensive understanding of each other and engage in dialogue. This is to the advantage of 
every party and individual involved as it facilitates needs and expectations being better 
fulfilled.31 
How this can practically be applied to understanding a company is through Stakeholder mapping. 
This process involves identifying various stakeholders, how they influenced and are influenced 
by each other, and from this what paths an organization can take in the future. Various theorists !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
29 Google Books, “Strategic Management: A Stakeholder Approach, Accessed December 18th, 2012, 
http://books.google.dk/books/about/Strategic_Management.html?id=NpmA_qEiOpkC&redir_esc=y 
30 ‘Stakeholder Theory’, Lars$Van$Nieuwenhuize,$Accessed$December$18th,$2012,$
http://stakeholdertheory2011.blogspot.dk/2010/11/stakeholder-theory-explanation.html 
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have modified and added to how this can be completed. So we will be basing our methods on the 
general description of the process included in the book Corporate Social Responsibility32 given 
in of course this is a very general description of the process, and to more specific. First we will 
identify various stakeholders, categorizing them as primary, secondary, or key stakeholders. 
Then we will identify what influence these individuals or companies have on one another. This 
will ultimately be utilized in the wider discussion we have concerning Karuturi and their CSR 
practices.  
3.1.1$Karuturi$and$Corporate$Social$Responsibility$
The aim of this chapter is to apply the concept of Corporate Social Responsibility to the policies 
and actions of the Karuturi Company, as well as discussing the validity of CSR as a theory in 
itself and how this can be related back to the company. In order to do so clearly and 
comprehensively, this section will be split into four parts.  
The literature we have primarily studied for this section includes the article Corporate Social 
Responsibility and Different Stages of Economic Development: Singapore, Turkey, and Ethiopia 
by Diana C. Robertson, Corporate Social Performance: A Stakeholder Approach by Stuart 
Cooper, and otherwise a variety of reports from Karuturi as well as watch dog groups such as 
Grain. The four parts that will comprise this section include: 
1. A descriptive outline of Karuturis CSR policies and what the company has achieved in this 
regard, as well as criticism from other organizations. 
2. A stakeholder map of organizations and individuals related to the company 
3. An outline of some of the criticism that the concept of Corporate Social Responsibility has 
received. 
4. A discussion of how these criticisms can be applied to the case of Karuturi and its CSR 
policies. !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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The closest thing to a CSR mission statement available on Karuturis website is the first 
paragraph on their ‘CSR Philosophy’ webpage, which states: 
“Karuturi Global Ltd is indebted to the countries it is operating and we make it a point to ensure 
access to basic standards of food, clothing, shelter, education and healthcare to whatever extent 
possible. We are committed to produce food in a sustainable way serving not only the domestic 
Ethiopian market but also the COMESA region in Africa, making sure there are minimal or no 
impact to the surrounding ecosystem and the development project will not undermine critical 
resources and ecological functions or the well being of the surrounding ecosystem. Our CSR 
initiatives are helping rural Ethiopia and Kenya to access better health care and education.” 33   
The section that follows this paragraph outlines numerous achievements the company claims to 
have made with regard to various social and material needs for local people. The web page 
claims the company has completed initiatives to: 
1 Fill the areas in which it operates with wells which are located 10 Km apart to protect 
local rivers and provide more easily accessible drinking water for local people. 
2 Providing employment opportunities and cheap food to the local people, which increases 
their quality of life and protects local wildlife, which is sometimes hunted for meat. 
3 Providing housing and electricity for roughly 20,000 people, they employ 2450 people in 
the country, and provide for their dependents as well (which is where the 20,000 figure 
originates from). 
4 Providing healthcare for local people. This includes funding a hospital in Addis Ababa, 
promoting AIDS awareness, family planning, and providing medicine and equipment to 
help prevent Malaria and Tuberculosis. The company claims these measures have 
reduced the mortality rates in the areas in which it operates from 12 to 8% 
5 The company operates three schools in various parts of Ethiopia, which combined teach 
about 2700, 60% percentage of which get accepted to various universities in the country. 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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6 That indigenous trees will be planted on 5% of the land that Karuturi has leased from the 
Ethiopian government, as well as planting 100,000 drought resistant trees every year 
together with the organizations Lions Club and Rotary.  
7 Providing employment for 4000 employees in both Kenya and Ethiopia. Placing them 
within the top 3 private sector employers in both countries.  
Besides this, Karuturi claims to have leaded a number of social welfare measures in the areas 
that it operates in. These include distributing blankets to the poor and elderly in June of 2007 and 
2008, and contributing US$75,000 towards creating a water supply network for the town of 
Holetta.34 
If the concept of the triple bottom line (People, Planet, Profit) is taken into account when 
viewing the companies CSR policies. They appear to cover all three of these ‘requirements’ 
fairly well, taking into account their responsibility look after their workers and their families, 
consider the environmental effects of their business, and continue to expand and please 
shareholders.  
Next, criticism the company has received for its actions in Ethiopia will be outlined. This will be 
split into the three categories of the triple bottom line. 
Firstly, Social issues related to the companies’ practices would be described. The company 
admits that working with indigenous people has at time been difficult, as shown by this excerpt 
from an article... 
“We had to deal with villages. We had to deal with compensating people for land, and that gets 
very emotional. Our first farm manager was a little aggressive. He was too aggressive in the 
culture. He got hit in the back of the head with an axe, and we had to medically evacuate him …” 
Odd explained. 
 Things have improved considerably for Odd and his team. “We’ve worked with the villages … 
We determined what the problems are … We’ve built a school. We’ve put in two wells. Right now, !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
34 ‘Social Welfare’, Karuturi , Accessed December 18th, 2012 
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from one well, we have 500 to 800 people a day coming to get water from that well … So a lot of 
what we are doing is to blend in with the culture, in with the communities.”35 
What this quotation demonstrates is how complex the relationship between the company and 
local people can be, making it difficult to make a definitive judgment on whether or not the 
company is ‘socially responsible’. Nevertheless, there are many other example of the companies 
behavior which must be taken into consideration in this section. For example in the Gambela 
region of the country Karuturi leased 100,000 Ha of land and began its operations, but it did not 
notify the 5000 or so indigenous Ilea people who reside in the area36 And although it is difficult 
to relate back to Karuturi directly, there have been increased reports of violence in the Gambela 
region of the country since many organizations started operating there circa 2009.  
A similar concern for Human rights groups has been the forced removal of people from their 
traditional homelands without proper compensation or consultation. This has particularly been an 
issue in the Gambela region of the country where Karuturi also operates. In a report titled 
Waiting Here for Death’: Forced Displacement and ‘Villagization’ in Ethiopia’s Gambella 
Region, various watchdog groups show through interviews how local people have been harshly 
treated as the government has effectively forced them to move from their homelands to make 
way for agricultural corporations like Karuturi. Spokesmen for the various companies have 
responded to these accusations, for example this statement comes from the CEO and founder of 
Karuturi Himself. “There is no villagization programme. This is a completely jaundiced western 
vision. They assume anything in Africa has to be done by the whites and the Chinese and Indians 
should have businesses only in their own countries. What they are saying about the Ethiopian 
government is complete hogwash. But I take respite in the fact that people decide to take 
potshots at you only if you are successful.”37 
Next, environmental issues related to the companies operations will be considered. One of the 
largest issues that continue to face Africa is water scarcity. About a third of Africans live in !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
35‘The not-so-rosy realities of running a large agriculture project in Africa’, Jaco Maritz,  Farmlandgrab.org, Published January 19th, 
2012, Accessed December 18th, 2012 
36Ethiopia: Land grabs are fueling violence in Gambela, Al Amoudi,  farmlandgrab.org. Published 22nd of February, 2012, 
Accessed December 18th, 2012 
37 ‘Human Rights Watch flags Indian agri-company Karuturi’s Ethiopia operations’, Livemint, farmlandgrab.org, Published January 
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water scarce environments, and many organizations show concern over how massive agricultural 
developments can worsen the situation. Critics of these corporations are particularly worried 
about their utilization of large water basins, which they say are extremely vulnerable because 
these reserves are part of a complex relationship involving local wildlife and people38 
3.1.2$Stakeholder$Mapping$of$Karuturi$
This brief section will present our group’s attempt at completing a Stakeholder map of Karuturi 
and related organization and people. As many theorists have proposed methods for organizing 
and carrying out a Stakeholder Analysis, our propose will be based on Corporate Social 
Performance: A Stakeholder Approach by Stuart Cooper and Corporate Social Responsibility 
edited by Andrew Cran, Dirk Matte, and Laura J. Spence. As stated before, primary, secondary, 
and key stakeholders will be identified. Then these actors’ power and importance to Karuturi 
described.  
Primary Stakeholders: Local Ethiopian workers, Banks, The Ethiopian Government, Karuturi 
Stockholders 
Secondary Stakeholders: Cut rose sellers, Food Distributors, Workers Families 
Key Stakeholders: Local Ethiopian Workers 
Local Ethiopian Workers: Despite the fact that these workers have an intense importance of 
providing labor for Karuturi, they do not possess any large degree of power. Basic human rights 
is still an issue within the country, as so, workers rights still lacks any formal guidelines or 
protection by law.39 Also, since the workforce is largely unskilled they do not possess much 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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bargaining power or direct influence within the company. A notable exception to this though 
occurred in Kenya where workers for the company went on strike over unpaid wages40.  
Banks: Various banks and financial institutions who have invested in Karuturi have an immense 
influence on the company, the two largest being the National Horticulture Board of India and 
ICICI Bank ltd.41 Since they regulate interest rates and capital allocated to the company, it is 
within Karuturi’s interests to be punctual with releasing their financial information, making 
payments on time etc. Of course it is also within their interests to evaluate Karuturi financially, 
but also other factors that could influence the future of the company.  
The Ethiopian Government: As Karuturi owns the largest amount of land out of any 
agricultural corporation in Ethiopia, the companies’ actions influence the government in two 
major ways. The first being the economic effect the company has on the country, helping to 
create infrastructure and providing employment for locals. The other major influence the 
company holds is its actions and performance reflect on the current trend of agricultural 
companies investing in African countries, and they have the potential to encourage or discourage 
further investment. 
Karuturi Stockholders: Karuturi is a publicly traded company, meaning that in the neo-liberal 
tradition their largest responsibility is to increase the wealth of their shareholders. They do so 
because their shareholders maintain the ability to buy or sell stock, increasing or decreasing the 
overall monetary value of the company.42  
Cut Rose Sellers: Generally cut rose distributors purchase from multiple sources such as 
Karuturi. They maintain influence because they have the ability to decline purchasing from one 
company. One way this could occur is if these Floriculture traders rejected Karuturis products 
because they either morally disagreed with their production methods or were afraid it would 
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tarnish their own image. Many of these traders such as Flora Holland (One of these worlds 
largest of these traders) holds companies accountable to the concept of the triple bottom line.43 
Food Distributors: This Stakeholder shares many similarities with the Cut Rose Sellers, but one 
major difference is that this market is far larger making Karuturis output less significant in the 
global market (recall they produce around 25% of cut flowers worldwide).44 
3.1.3$Criticism$of$CSR$Theory$
This section will provide a general outline of the criticism the concept of Corporate Social 
Responsibility has received.  In the section afterwards these will be applied to the case of 
Karuturi to help examine the companies’ motivation to pursue typical CSR policies as well as the 
policies themselves. 
A major points critics of Corporate Social Responsibility make is that governments are 
increasingly being pressured and expected to take up roles traditionally assigned to the 
government. That issues such as fair labour practices and environmental effects are 
fundamentally the responsibility of government regulators, and not companies themselves. 
Private managers themselves simply do not have a mandate to take into consideration the effects 
of their actions outside of generating profit and pleasing stockholders.45 
One of the most common criticisms of the idea of CSR is that it is fundamentally dissonant with 
the purpose and nature of business. This point is well explained by Milton Friedman with a quote 
from his famous article "The Social Responsibility of Business is to increase its Profits" 
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"There is one and only one social responsibility of business–to use it(s) resources and engage in 
activities designed to increase its profits so long as it stays within the rules of the game, which is 
to say, engages in open and free competition without deception or fraud.”46 
This ideology is rooted in neoliberal ideas of free trade and free enterprise. As Martin Friedman 
would see it, engaging in CSR activities is a distraction from a company’s inherent purpose of 
increasing profits for the benefits of shareholders. In other words typical neoliberal thinkers 
would challenge the practice of CSR because they believe it challenges the fundamental purpose 
of capitalism, where competition and profit maximization drive economic growth which in turn 
increases the well being of society.  
Another criticism often brought forth is that a corporation is effectively a legal construct, and it 
is frivolous to apply the concept of ‘responsibility’ to anything that is constructed by humans, 
and that moral requirements can only be applied to individuals. This leads to another argument 
against CSR, that it reduces human freedom. Managers should have the right to choose where to 
dedicate their capital (resources, employee time etc.), and even if they choose to pursue CSR 
activities with their allocated capital, it is not their moral right to spend shareholders money on 
what they personally believe to be responsible activities. This leads to the argument that 
Corporate Social Responsibility is undemocratic, as it is not the voting public who decides what 
good is to be done, but managers who may have little training in this regard.47  
The second criticism of CSR we will discuss in this project is how corporations can use CSR 
practices for distract the public from other activities that can be viewed negatively, turning 
consumers of from the company and its products. A commonly cited example of this was British 
Petroleum's extensive ad campaign following the 2010 Deep-water Horizon oil spill. The 
advertisements concerned the company’s dedication to the environment and helping people in 
affected areas. Even though BP was clearly responsible for one of the largest environmental 
disasters in decades, it put millions of dollars into this media campaign to save the companies 
image, paradoxically portraying one of the worlds least environmentally friendly companies as !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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Magazine, September 13, 1970 
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the exact opposite.48 Because of occurrences such as these, one can claim that CSR is essentially 
a new form of advertising and legitimization, with little morality involved in a company's 
decision to pursue such a strategy. 
3.1.4$Criticism$of$Karuturis$CSR$practices$&
In the following section the criticism of Corporate Social Responsible will be applied to Karuturi, 
the relationships between various stakeholders will be considered in this discussion. Then, later 
in the project, the results of this section will be used to contribute towards a larger discussion 
concerning Karuturi and its investors. 
The aspect of the companies CSR policies in relation to investment we will have to deal with is 
the fundamental motivation behind the company’s apparently extensive CSR policies and 
practices. The company has had good reason to pursue a comprehensive CSR policy, as the 
world’s largest raised exporter, and major investor into the country of Ethiopia49. The company 
plays a significant role in helping forge a positive public perception of investment in Africa. 
With news stories such as Analysis: Land grab or development opportunity? Appearing from 
major news sources such as the BBC50. It’s no surprise that Karuturi has done so much to try to 
develop a positive image for its activities. In terms of developing such an image, they are 
fighting an uphill battle, considering that many people may see similarities between companies 
like Karuturi investing in Africa and the continents colonial history51. This possibly unfounded 
distrust of the corporation may be exacerbated by not being Western in its origins. One possible 
reason Karuturi may place so much apparent emphasis on their practice of business ethics is that 
cut flower traders fear that ‘irresponsible’ activity may reflect poorly on them and affect sales. 
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Essentially, the risk of controversy related to their industry may be so great that they would 
rather invest more capital towards CSR practices than take chances. 
The argument outlined in the previous section that claims governments and not companies 
should take responsibility for protecting human rights should be taken with a grain of salt. 
Considering Ethiopia’s limited resources, as it is a developing country coupled with apparent 
government corruption and inefficiency, it is essentially up to watchdogs and NGO’s (who the 
government cracks down on) to protect people in the country.52 So how corporations largely are 
left to their own devices concerning how they treat employees. From this point of view Karuturis 
CSR policy is admirable and fulfills the ‘voluntary’ aspect of CSR that some organizations 
emphasize53. 
Another major criticism that could be directed towards the companies CSR policy is whether its 
activities that fall under this category can be said to be out of good will as the companies website 
implies or simply another necessary business expense. Ethiopia’s clear lack of infrastructure is 
detrimental to doing business for a variety of reasons54. For example lack of roads makes 
transporting goods difficult, little housing or medical care affects worker health and reliability 
etc. Since the company operates mainly in the remote region of Gambela, it is no surprise that 
the company has decided to make these investments, its ability to function would be greatly 
impaired if its ‘Socially Responsible’ policies had not been implemented.  
3.2&THE&COMPANY’S&INVESTMENT&DECISION&&
3.2.1$NPV$Method$
According to Karuturi’s history, its initial land investment in Ethiopia was made in the year 2008, 
‘ 2008: Acquired 11,000 hectares of land in Bako, Ethiopia for foray into agriculture.’ 55 For !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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firms, investing so much capital is a huge decision that requires much consideration, as the 
capital it invests will last and affect its profits for many years.  
In Microeconomics, Net Present Value Criterion is a primary method for a firm to decide 
whether a particular capital investment is worthwhile.The Net Present Value is calculated as: 
                                       
The Criterion: The firm should ‘invest if the present value of the expected future cash flows from 
an investment is larger than the cost of the investment’56, which means when NPV > 0, the 
investment adds value to the project, making it worthwhile. When NPV < 0, the investment 
would subtract value from the firm, and therefore should be rejected. When NPV = 0, the benefit 
from the investment would be equal to the opportunity cost, meaning there is no difference 
between investing and not investing. 
3.2.2$Discussion$of$Various$Factors$$
As these factors (Initial Investment, Cash FLow, Discount Rate and Time) matter for Karuturi’s 
investment decision, we will discuss the factors now in Karuturi’s case.  
Karuturi’s initial investment:  There are 2 parts investment.  
- Cheap Land Price:  The land price is very cheap, based on lease agreement. ‘245$ a week for 
300,000 hectares land in Gambela province of Ethiopia.’ Usually the land lease is long-term. 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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Varies from 50 years to 99 years. ‘2010: Karuturi acquired 311,700 Hectares of land on long 
term lease for a period of 99 years from the Government of Ethiopia’57 
- High Cost Facilities: Even though land investments is cheap, but production facilities can take 
several years to build and equip: According to business today, at first Karuturi used machinery 
specialized in small scale production from India, but later they realized it was not effective 
relative to the size of their production in Ethiopia, so after spending millions the company later 
turned to more advanced US machinery company instead, at a higher cost58. Even though the 
initial investment might be at a low cost because of the cheap land price and facilities from 
Karuturi’s home country, but the production needs high-technology facilities investment, which 
could be expensive, and payback time is longer.  
Karuturi’s Cash Flow:   
Definition: ‘The cash flow includes wages, salaries and the cost of materials and property rent’59   
Estimated Karuturi’s cash flow in Ethiopia: Karuturi has operations overseas, and 3 subsidiaries 
in Ethiopia, as illustrated by the table below, which includes Karuturi Agriculture Products, 
Ethiopian Meadow and Surya Blossoms. As these are all dedicated to land-based production, 
agriculture and floriculture are closely linked to each other. The subsidiaries are very likely to 
have joint use of land and production facilities, joint marketing programs, and possibly also 
common administration to save on costs. This means joint cost and joint cash flow from 
Karuturi’s 2 production subsidiaries. From Karuturi annual report, the cash flow statement is also 
made in one level. As the economies of scope phenomenon  indicates: ‘Joint output of a single 
firm is greater than output that could be achieved by two different firms when each produces a 
single product.’ and ‘the joint cost is less than the sum of the individual costs.’60  While sharing 
same cost for Floriculture and Agriculture products in Ethiopia, Karuturi may have joint cash 
flow and achieve economies of scope, thus save cost in a long-run. !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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Source: Karuturi Global Ltd.  
Discount rate:  
It ‘depends on the alternative ways that the firm could use its money.’61 For example, instead of 
investing in Ethiopia, it could invest in Asia, which may generate a lower stream of profits 
because of possibly higher cost, or invest in another African country, for example Kenya, which 
may generate a similar stream of profits. As a result, discount rate R in economics is taken as 
opportunity cost of capital. 
The opportunity cost of investing in Ethiopia is much lower compared to India: 
1. The price is very cheap as mentioned before:  245$ a week for 300,000 hectares land in 
Gambela province of Ethiopia.  
2. Different from India, Ethiopia’s membership and status of international organization gives 
Karuturi a easier access to international market at a lower cost. 
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-Being a Member of Common Market for East and Southern Africa (COMESA) gives Ethiopia 
and its investors an advantage. COMOSA is an organization aims to achieve economic 
prosperity in Africa through integration.  Its integration stage now is  ‘A Preferential Trade Area 
(PTA) with lower tariffs applied to intra-regional trade originating in member countries’ this 
means Karuturi can trade with other African countries at a lower cost’. 62 And the organization:  
-Agreement Africa Growth Opportunities Act with The International Trade Administration, U.S. 
Department of Commerce make Ethiopia’s investor easier to export their products. ‘The Act 
offers tangible incentives for African countries to continue their efforts to open their economies 
and build free markets.’ 
-Status in Lome Convention makes Ethiopia’s investors enjoy duty-free agriculture exports: ‘The 
Lome Conventions have sought to assist ACP states' development and promote close relations 
with them through Privileged commercial access especially free access for exports to the 15 
nation EU markets with guaranteed quotas for some major ACP products’63 
3.2.3$Overall$Discussion$
Investing in Ethiopia gives Karuturi a cost advantage: Cheap land rental price, wider market 
access in a global level including US and European market. →Profitable cash flow 
On the other hand: the large scale production need Karuturi to invest more on high-technology 
machinery to increase productivity, this may increase the cost in short term, but it could improve 
cash flow and achieve Economies of scope in long-term.→Low Discount Rate, Long payback 
time. 
These factors discussion make us believe that Karuturi seems have a positive NPV for the 
investment but in a long payback time. 
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3.3&ETHIOPIAN&ECONOMY’S&EFFECT&ON&FOREIGN&DIRECT&INVESTMENT&
In this part of this project we are going to find out how the Ethiopian economy is performing and 
how this possible effects foreign direct investment.  Particular focus will be paid on the analysis 
of the fluctuations in the GDP since its composition part might be viewed as a measure of 
national economic activity.  
3.3.1$Ethiopia’s$Economy$by$Sectors$
The structure of Ethiopian economy can be split into three main economic sectors: the 
agricultural, industrial, and service sectors. ‘Agriculture sector is considered as the largest sector 
whereas its contribution to the GDP of the country is 49.3 % ( in 2011), and more than 80 % of 
the population are engaged with some form of agricultural activity, meaning that the Ethiopian 
economy is very much dependent on the agricultural sectors performance. The Ethiopian 
government has announced a five years plan with the main focus on commercializing agriculture 
and the development of agro business. The FDI inflows into agriculture sector account for 32 
percent of the total Ethiopian FDI.64  It is obvious that the Ethiopian government is 
commercializing and supporting the agricultural market, thus attracting investors.  
3.3.2$Economy$Performance$by$GDP$Fluctuation$
Looking at the graph below we can easily see the fluctuations in GDP over time. Ethiopia faced 
tremendous economic growth from 2003 to 2004, meaning that in 1 year the GDP rose by almost 
17 %. In general, when GDP growth is above 2% per annum it means a high growth. Notice how 
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Ethiopia exceeded a 2% GDP growth rate from 2003 to 2011.  
 
Source: World Databank 65 
Based on the information above, we can see that Ethiopia has been experiencing a high GDP 
growth rate. (Except the period from 2001 to 2003 when the GDP decreased by more than 9 %); 
On the other hand, the GDP rate has fluctuated many times meaning that economies performance 
or growth has been not stable. This means risk for companies who desire to invest in the country, 
as there is uncertainty about the economy, which make it difficult to predict the Ethiopian market 
in the future. However, from 2004 the  GDP did not fluctuate  so dynamically even though it was 
decreasing. 
3.3.3$Economy$Performance$by$Factors$$
The expenditure method of measuring GDP, GDP=C+I+G+NX method can be used to help us to 
look at various factors that influence the countries economy and how their changes influence 
foreign direct investment. 
Investigating the factors: C is consumption,  -This includes all expenditure on goods and services 
by households.  !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
65World databank, World Development Indicators ( WDI) and Global Development Finance ( GDF), 
31/10/2012  
65Available at :http://databank.worldbank.org/ddp/home.do?Step=2&id=4&hActiveDimensionId=WDI_Ctry 
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Ethiopia’s Household Final Consumption Expenditure Per Capita Growth (annual %)
 
Source: World Databank66 
As above graph shows, Ethiopia’s consumption annual growth rate has been changing 
dynamically. For instance, from 1997 to 1998 it decreased by more than 25 percent and on the 
other hand it increased by more than 23 percent from 1998 to 2001. It means that the rate of 
consumed goods was not stable and it might have a possible negative impact on the foreign 
direct investments in Ethiopia since the low level of consumption looks not attractive for 
investors who seek to develop their business. It is important to highlight that the level of 
consumption increased from 2005 meaning that the consumption curve  never sloped down 
lower than 5 percent limit.   In 2008 the consumption reached a maximum of more than 16 
percent limit.  
G is Government expenditure,  -‘This includes central and local government expenditure on final 
goods and services, it includes non-market services such as health and education.’67 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
66 The Lome Convention’ , accessed December 18th, 2012, 
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67John Sloman, Alison Wride, Economics, seventh edition, 2009, pp.412 
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Source: World Databank68 
According to the African Development Bank Group,  ‘Ethiopia’s public expenditure has been 
growing by about 19 percent per annum since 2003/04. The public expenditure is concentrated in 
infrastructure and human capital development.’69  This concentrated infrastructure and human 
capital development will benefit foreign investment and save on costs for the country, as better 
infrastructure like transport and communication will make it more convenient for companies to 
practice business. Transport is especially important for agriculture companies, because of the 
size, weight and low differentiation of their products, keeping transport time and costs down is 
critical. And human capital development will also improve productivity for business, as 
education will increase the labor skill in Ethiopian market so the company saves the time to train 
the employees. Looking at the graph above, the rate of government expenditure was equivalent, 
meaning that the annual government spending was almost the same.  
Net export is the value of a country’s total exports minus the value of its imports. Export is 
determined by the total foreign demand for goods and services, and by the competitiveness of !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
68 World databank, World Development Indicators ( WDI) and Global Development Finance ( GDF), 2012 
68Available at :http://databank.worldbank.org/ddp/home.do?Step=2&id=4&hActiveDimensionId=WDI_Ctry 
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country’s trade and industry. 70 Whereas the import is a good or service brought into one country 
from another. In other words it is not home -produced good. 71  
The net export of a country is closely related to its balance of payments, when the rate of export 
is low and the rate of import is high it leads into the deficit in this balance. When the export rate 
is high it not only has a positive impact on the balance of payments but also mean that the 
demand for goods produced in Ethiopia (in our case) increased so the investors see more 
possibilities to develop their business.  
Looking at the table underneath we can easily to see the changes in the Ethiopian import rate 
from 1997 to 2011. From 1997 to 2003, the curve representing imports rate was almost static 
meaning that there was little to no change. However, from 2003 to 2010 the curve increased 
annually. Ethiopian imports rate peaked in 2010 when the amount of imports rate was almost 10 
million dollars.  
The most popular Ethiopian import commodities are food and live animals, petroleum, petroleum 
products, chemicals, machinery, motor vehicles, cereals, and textiles. The main trade partners 
are: China which provides 15.6% of the countries imports, Saudi Arabia which provides 9%, and 
India which provides 7.2% (2009).72 Due to India’s partnership with Ethiopia, it might be easier 
for Karuturi to import relevant equipment such as chemicals and machinery from its home 
country India. 
As the main imports to Ethiopia include food, machinery and motor vehicles, there is indication 
to some extent that Ethiopian agriculture is under development and requires more advanced 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
70 Jesper Jespersen,Introduction to Macroeconomic theory, 2005, pg  89. 
71 John Sloman, Alison Wride, Economics, seventh edition, 200-, pg 391. 
72 Central Intelligence Agency, The World Factbook 
72 Available at :http://www.indexmundi.com/ethiopia/economy_profile.html 
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technology. This low productivity will be a challenge for companies like Karuturi.
 
 
 
Source: World Databank73 
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 The table above shows that Ethiopian export levels changed from the 1997 to 2011. It can 
clearly be seen that from 1997 to 2003 the export rate changed very slightly meaning that until 
2003, the total annual value of Ethiopian exports did not exceed 1 billion US dollars.  From 2003 
until 2011, the Ethiopian export growth rate started to increase more rapidly, whereas in 2011 
exports peaked when the rate reached 3.5 billion US dollars per annum, the highest out of the last 
13 years. The amount of Ethiopian exports is growing, meaning that the demand for Ethiopian 
goods is increasing. Therefore it might have a positive impact on foreign direct investments in 
Ethiopia. 
Coffee, khat, gold, leather products, live animals and oilseeds are the main commodities 
exported from Ethiopia. Particular attention should be paid to coffee exports since it remains the 
largest source of commodity export earnings. As a result, the share of non-coffee exports rose 
from 40 percent in 1997 to 65 percent in 2008. The country's main export partners are India and 
China, as well as Switzerland and Germany. 74  
When comparing both of the tables above, it is obvious that Ethiopian imports exceed exports by 
around 5 billion US dollars. This means there is a deficit in Ethiopia's balance of payments. At 
the same time this situation means that there is low demand for Ethiopian products in the 
international market,  which is a hindrance to attracting foreign investors.  
I - Investments- This is total business spending on fixed assets, such as factories and machineries. 
In developing countries investment plays a dual role in economic growth, as ‘investment both 
increase the capital stock and also leads to the development of new technology’75  
Ethiopia’s investment (Gross fixed % of GDP) 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
74 http://www.indexmundi.com/ethiopia/economy_profile.html 
75 John Sloman , Alison Wride, Economics. seventh edition, 2009, pg 404. 
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Source: CIA world factbook76 
The table above illustrates Ethiopian investment proportion of GDP from 2004 to 2011. In 
general, during this period the proportion of investments increased. In 2011, the investments 
possesse 23 percent of its GDP, and ranks number 59 in the world77. The Ethiopian government 
has been concentrating on infrastructure for developing its economy. ‘Over the past five years, 
the Government and public enterprises have invested about US$6 billion in roads, 
telecommunication, and the energy sector.’ 78  
3.3.4$General$Conclusion$
We have analyzed Ethiopian GDP fluctuations and its factors such as consumption, net export, 
government expenditure and investment, which contribute to economic development. Even 
though looking at Ethiopian GDP’s fluctuations it seems that to establish business for foreign !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
76 CIA, the World Factbook, 2012 
76 Available at :http://www.indexmundi.com/g/g.aspx?c=et&v=142 
77 CIA world factbook,2012  
77Available at :http://www.photius.com/rankings/economy/investment_2012_0.html 
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investors might be risky, some other determinants have been improved in the recent years: 
Increased level of exports and Infrastructure development from public expenditure and 
investment. The Ethiopian exports rate has been increased. It means that more goods have been 
produced in Ethiopia and exported to other countries. The development of this factor might be 
perceived as a positive and attracting phenomenon for investors since they see more possibilities 
to develop their business because the increased level of export also means the increased foreign 
demand of Ethiopian goods. On the other hand, the increased rate of exports level did not exceed 
the rate of imports meaning that the country is perceived as more importing instead of exporting 
country. This also leads to the deficit of balance of payments, which might be perceived by 
investors as a negative factor. Moreover, it is important to emphasize, that increased level of 
investments and government spending in infrastructure may also play an important role in order 
to attract more foreign direct investments to the country. Building of new roads, irrigation 
systems, etc. may be considered as helpful tools for investors in order to create their business in 
Ethiopia, meaning that these technologies might facilitate and accelerate the level of production. 
3.4&POLITICS&
3.4.1$Democratization$Process$in$Policy$Making$
In the part of project we want to investigate current political situation in the country of Ethiopia. 
Moreover, by applying Eastons and Almond’s theories we will try to investigate governments 
behaviour also from agriculture perspective. We will relate this to see the government’s 
relationship with foreign investment. We also wish to investigate what regulatory requirements 
for companies exist, especially ones related to CSR. If we do not find any we will discuss why 
this is the case. We think it is very important to touch on the concept of democratization in our 
analysis of the current political system in Ethiopia.  
A democratic form of regime is not necessarily associated with political stability and sometimes 
can result in serious crisis of governability.79 Hence, we want to investigate Ethiopia in a !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
79 Atul Kohli, State-Directed Development: Political Power and Industrialization in the Global  
79Periphery (New York: Cambridge University Press, 2006). 
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background of democracy and investment as phenomenon itself in this political context as well 
as involving political behaviour.  
To begin, we want to have a look at democratization and preconditions for it in the Third World. 
We also want to remain critical of it, in order to potentially reduce bias in the process of 
analyzing Ethiopia's political system. 
“Democracy is the worst form of government except all the other forms that have been tried from 
time to time.”80 -W. Churchill  
The trend towards politicians and political thinkers advocating democracy has been one of the 
most significant movements in political history.81 Simply introducing democracy to a country 
may imply a number of positive consequences, democracy was often tended to be viewed in 
negative terms.82 Hence, a democratic regime is not necessarily associated with political 
stability, and may, under certain circumstances, result in a serious crisis of governability.83 Here 
we want to analyze the unique political situations and distributions of power in developing 
countries, which are often very different than in western world. Taking into account that the 
western world has had and continues to maintain a huge influence on the appearance of new 
political environments and behaviors of developing countries. This was especially prevalent 
during periods of colonization. With this in mind, as we examine the prospects and preconditions 
of democratization, we should remember that in the last 15 years, more than 30 developing 
countries have introduced some form of democratic rule with multi-party systems.84 
Prospects and Preconditions: 
• Democratic procedures and the protection of human rights are important preconditions 
for setting development objectives, because they ensure broad participation and 
legitimacy !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
80 Winston Churchill, Speech, UK house of Commons, 1947 
81 Heywood, Andrew (2007) “Politics”, 3rd edition, New York: Palgrave Macmillan, p. 71. 
82  Heywood, Andrew (2007) “Politics”, 3rd edition, New York: Palgrave Macmillan, p. 71. 
83 John Martinussen, (1997). Society, State and Market: A Guide to Competing Theories of Development. 1st ed. p. 199; 
84John Martinussen, (1997). Society, State and Market: A Guide to Competing Theories of Development. 1st ed. p. 105; 
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• If the democratic form is the best framework for promoting overall economic growth and 
aggregate social development of a country 
• Citizens’ participation in political decision-making. Argument: a certain degree of 
economic and social equality is a necessary prerequisite for ensuring political equality. 
We realize that talking about democratization in Ethiopia would be a project unto itself. 
However, by discussing the countries’ political system, actors involved in foreign investment, etc. 
we believe we can gain valuable insight into the causes of the countries current situation, and 
what factors have played a major role in this. 
3.4.2$Political$System$
Investment Perspective: 
We will use Easton’s systems theory and behaviorism approach to analyze how the government 
behavior has changed towards foreign investment. We will also discuss possible causes of this. 
We will look at what demands exist towards the agricultural sector and how the government is 
responding to them.  
Political life as a system of behavior: Systems theory in political science is a highly abstract, 
partly holistic view of politics, influenced by cybernetics. The adaptation of system theory in 
political science was first conceived by David Easton in 1953.85Easton worked out a systems 
theory, which he assumed could be applied to all types of society (Easton, 1953,1965). 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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Figure 1  
Easton’s model could be more simplified looking at the visual example above. The model refers 
to all the actions and all the types of behavior, which affect the authoritative allocation of values 
for a society. The system is always open to the environment, from which it receives inputs in two 
forms, partly as demands, partly as support for the persistence of the system.86Then it goes back 
to the “black box”, as Easton calls it, where decision process takes place and then evolves the 
outputs (decisions and actions), which further impact upon the environment, and through this 
feedback-loop, current political conditions are formed and continue to develop.87 
Easton’s system approach grew out of sociological and communication theory and moved 
towards theories and data related to politics. It is necessary to look more in depth and define 
these concepts in order to understand the theory. 
1. System. It is useful to view political life as a system of behavior.  
2. Environment. A system is distinguishable from the environment in which it exists and is open 
to influences from it. 
3. Response. Variations in the structures and processes within a system may be interpreted as 
constructive or positive alternative efforts by members of a system to regulate or cope with stress 
flowing from environmental as well as internal sources.  
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4. Feedback. The capacity of a system to persist in the face of stress is a function of the presence 
and nature of the information and other influences that return to its actors and decision-makers.88 
Background Context: Ethiopia is an ethnic federal republic, made up of 9 ethnically based 
states. These states are designed to provide self-determination and autonomy to Ethiopia’s 
different ethnic groups.89Ethiopia is a large, diverse and complex country with political dynamics 
resulting from its unique history. Up to 1991, the country had seen a century of increasing state 
centralization, underpinned by a political culture reflecting strong hierarchies and social 
stratification that have deep social roots. The current government is led by the Ethiopian 
People’s Revolutionary Democratic Front (EPRDF), which came to power in 1991.  
Ethiopia occupies a difficult position in the Horn of Africa, sandwiched between war torn 
Somalia, Eritrea, and the newly divided Sudan and South Sudan. Needless to say, all of these 
neighbors generate difficult cross-border problems, often involving cross-border communities. 
Ethiopia’s lowland peripheries have long been affected by instability, and its relatively strong 
state, security and military systems are regularly deployed domestically - and sometimes also 
regionally - to promote government interests in national stability and security. However, 
Ethiopia’s central and important strategic position in the Horn of Africa also offers important 
potential for regional cooperation and collaboration (especially in the water and energy sectors), 
which could contribute to a growing inter-dependence between the countries and lead to promote 
peace and stability in the region.90 
Ato Meles Zenawi, the Prime Minister who had led Ethiopia since 1991, passed away in late 
August 2012. Since his death, GoE has embarked on a constitutional process for the transition to 
a new Government. The governance system belongs to the regional governments which are 
responsible for implementing economic and social development policies and for maintaining 
public order, including administrative of public order (e.g. police force), whereas the federal 
state (the supreme power) is responsible for all powers not delegated to, or shared, with the 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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regions.91 EPRDF, as a ruling party belongs to the federal government and dominates the 
executive and legislative branches of the national and local governments.  The incoming Prime 
Minister and the Government have reconfirmed their commitment to political stability, to hold 
national elections in 2015 (as previously planned), and to continued implementation of the GTP 
and other key GoE strategies and policies. Important improvements have been made in basic 
infrastructure, and in strengthening executive capacity, and Ethiopia presents a relatively positive 
picture, particularly at the federal level. It has a track record of successful management of reform 
at the higher tiers of government, and there is clear evidence of a strong and consistent vision 
guiding policies, which are strongly pro-poor. 
It should be mentioned that in theory Ethiopia is a democratic country, yet in practice the country 
largely operates as a single party system. The EPRDF holds low level of social responsibility and 
accountability towards Ethiopian citizens in terms of protecting human rights, and not using 
coercion and control in expansion of local structures.92 The absence of government responsibility 
became even more obvious after the 2005 election when the ruling EPRDF party used above-
mentioned anti-democratic policies in order to prevent further undermining of its base. “Ethiopia 
is seen as a case which demonstrates how elections can be instruments of political control rather 
than devices of liberalization”.93The federal police and armed forces have arrested not only 
opposition party members but also tens of thousands of youngsters who protested against the 
EPRDF. Some of protesters lost their access to social services and other benefits provided by the 
kebele; restricted media; limited NGO’s capacity in terms of holding the right to interfere in the 
internal affairs of organizations. By committing these actions, the EPRDF violated people’s basic 
rights and liberties.94 2008 election’s results showed that Ethiopia was far from being a 
functional democracy considering EPRDF won and continued to implement restrictive policies95. 
3.4.3$Regulation$and$Policies$of$Land$Investment$$$!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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The Ethiopian government is committed to ensuring that private capital plays a significant role in 
the economy.96 Due to this it has eliminated discriminatory tax, credit and foreign trade treatment 
in the private sector, simplified its administrative procedures and established a clear and 
consistent set of rules for regulating business activity.  
In June of 1996, the Ethiopian government issued a revised investment code which amongst 
other things, provided incentives for development related investment, reduced capital entry 
requirements for joint venture and technical consultancy services, created incentives in the 
education and health sectors, permitted the duty free entry of capital (except computers and 
vehicles), reduced the capital gains tax from 40% to 10% and give priority to investors in 
obtaining land for lease. This legislation also protects rights related to private housing and was 
rigorously enforced by the government.97 
In recent years, the government has adopted a robust growth and poverty reduction strategy, 
focusing on infrastructure development, the commercialization of agriculture, improvements in 
access to basic services, as well as on private sector development, including the creation of 
appropriate regulatory and institutional frameworks to support private businesses. Starting in the 
late 2000’s, the government became intensely pro-investment concerning agriculture, with the 
Ministry of Agriculture and Rural Development helping to create policies such as tax breaks for 
corporations such as Karuturi.98 
Business registration and licensing procedures and requirements have been streamlined, leading 
to a reduction in transaction costs. Improvements in policies along with major public investments 
in infrastructure have underpinned Ethiopia’s recent growth in output and services, as well as the 
expansion and diversification of its exports. Incentives provided concerning new economic 
activities have started to yield results. The flower industry is an excellent example of this. Flower 
exports have expanded from less than USD 10 million in 2004/05 to close to USD 170 million in !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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2009/10. The success story of the flower industry could be replicable with other economic 
activities with export potential.99 
National laws/ Land investment Regulation: Agriculture Demand in Ethiopia 
“In many countries of Africa, Asia and South America, over the past few years there 
has been a rapid increase in the demand by foreign and domestic investors for land 
suitable for agriculture. Large-scale investments in land, which are typically in the 
range of tens of thousands to hundreds of thousands of hectares, are either for agro-
fuel production or – more recently – outsourced food production.” 100 
In general, governments often require that investors demonstrate a business plan, and evidence of 
intent to develop the land being acquired, in order for the land to be granted.  In practice, African 
governments have limited power and political will to carry this through. Many countries do not 
permit foreigners to own land , so leases are prevalent , nevertheless joint ventures between 
foreign and national investors can sometimes bypass such laws The terms of investment 
contracts vary from 20 to 50 years, with renewal often possible for up to 99 years.   In Ethiopia, 
payment of an annual rental is less than $2/ha, which is very low even compared to other African 
companies.101 
Land policies: In Ethiopia, all land is owned by the government, with land users able to lease 
land based on government rules. Land banks have been established in several states making up 
the Ethiopian Federation, whose land totals 2.1 million ha’s. 
3.4.4$Ethiopian$Government’s$Behavior$Towards$Foreign$Land$Investment$
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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To begin with, according to the ‘Doing Business’ organization and their data, we can see that 
Ethiopia is ranked 127 out of 185 in terms of ease of doing business.102 They have taken into 
account many factors in this calculations such as the movements of capital across borders, 
administrative tax systems etc.
 
We can clearly see that is not easy to start doing business in Ethiopia. Needless to say that 
according to their analysis made in 2012, Ethiopia had a rank of 125. Comparing with the 
situation today, it appears that it is becoming easier business every year as demonstrated by the 
government's increased focus on facilitating investment. According to our reading materials, 
Ethiopia has established investment promotion agencies. These are under the regulation of 
government, therefore, Ethiopia’s government has been adapting to the changing environment103. 
According to David Easton and his systems theory, a system must obtain adequate feedback !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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about its past performances, and it must be able to take measures that regulate its future behavior. 
Meaning that, regulation may call for a simple adaptation to a changing setting in the light of 
fixed goals. Easton states that this can also include efforts to modify old goals or transform them 
entirely. Therefore, political phenomena should be considered as part of an open system, one that 
must to cope with problems that are cultivating in an always-changing environment.104 
If we look at Ethiopia’s politics in terms of a system, we see that Ethiopia is open for higher 
foreign investment flow, and they are actively implementing different regulations and exceptions, 
however, today the “feedback” is not generated well. On the other hand, according to world bank 
and UN, there are still many irregularities regarding human rights, and taking into account that 
where rights are poorly defined or governance is weak (Ethiopia effectively has a single party 
government), there is evidence that investment can carry considerable risks of different types. 
These risks includes displacement of local populations the, undermining or negating of existing 
rights, increased corruption, reduced food security, and political instability.105 With Eastons 
system model in mind, we can see that Ethiopia has been adapting to environmental changes as 
well as responding to them. However, according to gathered data, as a system itself it does not 
cope well with changing environment therefore feedback of the system is not adequate enough.  
Chapter(4(.(Conclusion(
4.1&DISCUSSION&
This section will concern multidisciplinary queries that arose in the process of answering these 
question, and we feel that exploring these queries are worth discussing and will contribute to the 
readers as well as our own comprehension of the economic situation in Ethiopia.  
4.1.1$The$Paradox$of$Easy$Business$
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
104  David Easton, (1965). A framework for political analysis. 1st ed. N.J: Prentice-hall, page 25; 
105 FAO, IFAD, UNCTAD, World Bank Group, (January 25, 2010). Principles for Responsible Agricultural Investment that Respects 
Rights, Livelihoods and Resources, pp.1-4; 
105 
            
50 
There are varying claims from different disciplines we have utilized about how easy it is to do 
business in Ethiopia. One of the most interesting aspects of the whole phenomenon of 
investing in the country that we have touched upon is this apparent paradox of whether it is 
simple or difficult to start and operate a business in Ethiopia.  
The different disciplines we have utilized (political science, economics, and business ethics) 
appear to give varying answers to this query. For example much of the politically oriented 
literature we have studied speaks of rampant corruption within the country, while other 
research into the government suggests an efficient system for facilitating foreign direct 
investment.106 107 Another example of this is our economics analysis, which states that even 
though the cost of operating in the country may seem cheap, more comprehensive analysis 
shows there are a variety of necessary and costly expenses related to operation there, due to 
the scale of production that many companies engage in (production facilities, machinery, 
irrigation systems etc.)108 It seems the country is aware of all these discretions and attempting 
to make up for its weaknesses (uneducated workforce, weak infrastructure) while emphasizing 
its strengths (cheap land, simple administrative processes).109 In general, Ethiopia’s 
government is making it easier gain permission for new investments and establish cash flow 
for new businesses.  
However, for example, according to the ‘Doing Business’ database Ethiopia is still in a placed 
as the 127th most corrupt country out of the 182, which were investigated110. Dealing with 
this issue may prove to be difficult, considering the countries effectively single party system. 
Which according to David Easton’s systems theory fails to adequately respond to feedback 
from the system at large. Also, one could claim that the lack of multiple parties in the country 
contributes to this because there is little motivation to hinder corruption if it benefits members 
of the party in charge (in the short term at least). Still though, we must keep in mind that we !!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
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were not able to find very specific information concerning the nature of corruption in the 
country, and whether and to what extent the government is involved with it. 
Another important point worth emphasizing many of the companies who have invested in land 
in the country are not Western, with a majority of multinationals involved in Ethiopia 
stemming from Asia and the Middle East111. Whatever the reasons for this, it to an extent 
demonstrates that Western business culture has different definitions of where ‘difficulties in 
doing business’ ends and where an investment not being worthwhile’ begins. In the context of 
what we have discussed in this project, this could be related back to Corporate Social 
Responsibility. Because of the negative connotations of Western Companies operating in 
Africa and other difficulties related to operating in the region (movement of local people, 
environmental issues etc.)112 Also, investing in the country presents considerable risks related 
to political stability, infrastructure, and of course corruption, something Western countries 
may not be willing to deal with on ethical grounds. A report made by the FAO, IFAD and 
other related organizations claimed that these investments, amongst problems already stated 
can create food insecurity in countries like Ethiopia, and that ultimately the effects for the 
country being invested in are negative113. Ultimately, What we can conclude with a degree of 
certainty, using Karuturi as a case study of sorts. Is that from a purely economical standpoint, 
investing in Ethiopia, though difficult, can be profitable if handled correctly.  
Data we have gathered from Karuturi outlines in the economics section of this project 
demonstrate the company has managed to remain profitable regardless of the challenges they 
have faced with investing in the country. Which indicates that overall Ethiopia is making 
progress in terms of what they can offer potential investors, this conclusion is supported by 
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statistics we have utilized showing high GDP growth and increased Foreign Direct Investment 
in the country114. 
It is important to emphasize this ‘overall’ aspect of the countries improvement because when 
considering the countries location, history, levels of social development, and until recently 
low levels of economic growth. It is impressive that the country has begun to find a way to 
compete on the global market, and shows ample promise for continued development and 
growth. 
4.1.2$CSR$in$Developing$Countries$
During our research into Karuturi and its CSR initiatives, an interesting theme and discussion 
arose, what is the nature of CSR in developing countries? Since social and economic 
conditions in countries like Ethiopia differ from in developed ones, how does this affect its 
practice?  
To begin this discussion, one major difference between most developed and developing 
countries is typically to what degree the government works to protect individual rights. The 
negative consequences of this can be exacerbated by the fact that many corporation operate in 
these countries due to access to cheap human labor and resources, and this desire to keep costs 
down coupled with corruption, inefficient legal systems, and lack of healthcare for example 
can lead to abuses of human rights.115 This to an extent demonstrates that CSR in many 
developing countries represents corporations filling in roles usually associated with the 
government in the developing world. And until these countries reach levels of development 
where the government can handle such responsibilities, companies may be able to fill in an 
important role somewhat similar to that of NGO’s.116 It seems possible that Karuturi is leading 
the way in how companies operate in countries like Ethiopia, which may foster more 
discussion on the topic and encourage other companies to do the same. 
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One interesting consideration is that in developing countries, the existence of a business itself 
as a product of Foreign Direct investment can be seen as a form of CSR, as companies 
provide employment and may finance local infrastructure developments. In this sense 
Karuturi has done this quite well, as it has apparently provided an improved standard of living 
as well as employment for its workers.117 An interesting example of this in recent times was 
the work of Nobel Laureate Muhammad Yunus, who founded the Grameen Bank, which 
provides low interest loans for groups or individuals who want to start businesses in 
developing countries. How effective and profitable this venture has surprised economists and 
continues to inspire similar startups118. 
While this discussion could be a project unto itself. It has nevertheless been interesting to 
reflect upon the future of CSR in developing countries.  
4.1.3$Responsible$AgroRInvestment$$
One of most important findings we have made is that intensive agro-investment has not 
reached any agreements yet by private industry as to whether or not, and how to adopt 
voluntary self-regulation. This shows different realities, first of all, that agro-investing in the 
present context of multiple crisis and future uncertainties is a very complex endeavor itself, 
secondly, that circumstances vary in one country to another, and finally because investment 
objectives and investor types are not homogeneous.119 However, in developing countries such 
as Ethiopia, investors and the government should cooperate in order to ensure social order. 
For example, as evidence shows, independent environment impact analysis should be made to 
identify potential loss of public goods, such as biodiversity or forests.120 It should be insured 
that such goods, which may include local access to forest products, or soil quality, are not 
jeopardized.   
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Having well defined regulations towards agro-investment would protect water resources, land, 
ecosystem sustainability etc. The most important objective here is to prevent seemingly 
profitable investments from disregarding environmental costs and benefits, which may result 
in potentially significant destruction of natural resources and other unintended negative 
effects.121 Therefore, the most important remark here is that government itself should regulate 
its resources by regulating agro-investment. According to FAO and other organizations 
evidence it is a fact that increased agro-production in the short term can lead to significant 
loss.  
4.2&PERSPECTIVE&&
4.2.1$Data$
Since land-investment phenomenon is a widely investigated subject among many different 
organizations and institutes it was not difficult to get relevant material.  As was previously 
stated, for the macroeconomic part of this project we have used quantitative data from the 
World databank. We have also used some statistics and graphs in order to understand the 
economic situation in Ethiopia. However, we faced challenges in this regard since the World 
Bank does not provide any statistics about National Investment trends and import goods types 
which are the factors we investigated in our macroeconomics sections. Therefore, we used 
CIA Factbook data which is considered to be less accurate.  
Even more, to understand such a wide phenomenon we turned to interdisciplinary way where 
deep analysis requires both quantitative and qualitative data. Needless to mention, that for 
investigating subject Karuturi we used basically their own stated information, we were aware 
of being bias therefore we tried to investigate from political and economical perspectives. 
Hence, economical perspective gave us more reasonable and strong overview of investigating 
phenomenon.  
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However, since investigating object is in Africa it is too difficult to make our planned reliable 
interviews or questionnaires therefore in this perspective our project could be more improved. 
Our future perspective for that would be to get more quantitative data from more reliable 
sources as well as to have a field trip and gather our own data. 
4.2.2$Disciplines$$
In order to understand why companies are choosing to invest in a developing country as 
Ethiopia we chose to investigate this phenomenon with theories and concepts related to 
politics and economics. To make this more concrete we didn’t take in account sociological 
aspects of this topic since it could be taken as another project. However, we are thinking that 
sociological part of this project is integral part. And talking about investment in third world 
touches upon related ideas. We are thinking that if there were to be a longer amount of time 
for us to investigate, we would look into more sociological consequences of foreign 
investment in Ethiopia. However, since we are doing more business-oriented project this 
semester, we believe we chose the right disciplines to investigate a problem.  
4.2.3$Ideas$
For the future we would like to relate Karuturi more to the countries that they export to. One 
of our ideas is to investigate why they are exporting to those countries, for example, why they 
are not interested in the Danish market? Moreover, we relate it to Denmark and its apparent 
love for organic and ethically produced food. Since Denmark has very strict requirements for 
organic production, it would be interesting to look if Karuturi actually have these 
requirements.  
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